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Instructions: 
 
1. The paper consists of 4 questions 
2. Answer question 1 and any other two of your choice. 
3.          Number of pages:  2 pages 
 
Question 1 
1. Define poverty, distinguishing absolute from relative concepts? (7) 
2. Discuss the relevance of poverty reduction policies distinct from economic 
growth policies (7) 
3. Explain the steps you would take to derive a poverty index (6) 
4.  
a. Discuss the FGT family of poverty index,  establishing the link 
among each family of the measure and highlighting the policy 
implication of each member (10) 
5. Consider the following vector of a certain welfare distribution in thousands 
of monetary units: x = (9,4,15,8) and poverty line of 10 units 
a. Calculate the different indices of the FGT measures from the vector 
above, showing all the steps in your calculation (10) 
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Question 2 
1. Define Market Power, with a formal definition of its measure (10) 
2. Give a detailed explanation of the sources of market power (10) 
3. Discuss the relationship between competition policy and economic 
development (10) 
 
 
Question 3 
1. Use the three main waves of trade theories to explain why: 
a.  nations, industries and firms trade? (12) 
b. we also see tendencies of trade restriction (8) 
2. What is the welfare implication of trade restrictions? Use diagrams to 
substantiate your points (10)  
 
 
 
Question 4 
1. The talks around industrial policy ultimately rest on whether market forces 
or state should be responsible for shaping the course of industrialisation. 
Discuss this statement in the context of: 
a. Theory  (8) 
b. Historical facts and (12) 
c. Developing and emerging economies of Africa, especially South 
Africa (10) 
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